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DEPARTMENT  OF  LABOR 

Employment  and  Training 
Administration 

Federal  and  State  Unemployment 
Insurance  Program;  Project  to  Review 
and  Change  the  Formulation  and 
Allocation  Systems  for  Unemployment 
Insurance  Administrative  Funding  to 
the  State  Employment  Security 
Agencies  (SESAs) 

agency:  Employment  and  Training 
Administration,  Labor. 

ACTION:  Notice  of  study  project. 

SUMMARY:  The  Employment  and 
Training  Administration  (ETA) 
announces  an  Unemployment  Insurance 
(UI)  project  to  review  and  change  the 
current  budget  formulation  and  resource 
allocation  systems  used  to  provide 
SESAs  administrative  funds  for  the 
operation  of  the  UI  program.  This 
project  is  part  of  a  Congressional 
mandate  under  the  Emergency 
Unemployment  Compensation  (EUC) 

Act  (Fhib.  L  102-164)  which  requires  the 
Secretary  of  Labor  to  submit  a  report  to 
Congress  before  November  15. 1992 
including  a  proposal  for  revising  the 
method  of  allocating  grants  among  the 
SESAs.  This  review  is  part  of  an  effort 
by  ETA  to  increase  the  SESAs’ 
efficiency  and  flexibility  in  the  Hnancial 
and  operational  management  of  their  UI 
programs,  while  assuring  the  Secretary 
of  Labor's  statutory  obligation  to 
provide  funding  for  “proper  and 
efficient"  administration  of  the  UI 
program  is  fulfilled. 

DATES:  Comments  must  be  received  in 
the  Department  of  Labor  by  the  close  of 
business  May  19, 1992. 

ADDRESSES:  Submit  written  comments 
to  Mary  Ann  Wyrsch,  Director, 
Unemployment  Insurance  Service, 
Employment  and  Training 
Administration,  U.S.  Department  of 
Labor,  200  Constitution  Avenue,  NW., 
room  S-4231,  Washington.  DC  20210. 
FOR  FURTHER  INFORMATION  CONTACT: 
Darla  Letoumeau,  Budget  Officer. 
Unemployment  Insurance  Service, 
Employment  and  Training 
Administration,  U.S.  Department  of 
Labor,  200  Constitution  Avenue.  NW., 
room  S-4219,  Washington,  DC  20210. 
Telephone  (202)  535-0210  (not  a  toll-free 
number). 

SUPPLEMENTARY  INFORMATION: 

A.  Project  Objectives 

ETA  is  attempting  to  update  its 
method  of  budgeting  funds  for  the  UI 


program  and  allocating  these  funds  to 
the  SESAs.  The  current  methods  are 
complex,  outdated,  and  inhibit 
improvements  in  efficiency.  The  system 
uses  State  work  measurement  factors 
that  are  almost  a  decade  old.  The 
current  methods  also  rely  on  outdated 
processes  carried  over  from  the  period 
when  the  Unemployment  Insurance 
Service  (UIS)  had  more  involvement 
with  the  operational  methods  of  the 
SESAs.  Since  1987,  SESAs  have  had 
bottom  line  authority  to  use  UI 
administrative  resources  based  on  State 
assessment  of  needs.  ETA  ceased 
requiring  States  to  account  for  costs  by 
speciHc  cost  categories,  and  emphasized 
instead  the  meeting  of  performance 
standards  within  overall  discretion  in 
fund  utilization. 

ETA  has  three  goals  for  this  effort:  (1) 
To  secure  stable  and  adequate  funding 
for  basic  UI  administrative  costs  with  an 
annual  allocation  made  prior  to  the 
beginning  of  the  fiscal  year; 

(2)  To  establish  a  mechanism  for 
providing  timely  and  adequate  funding 
to  the  States  for  unanticipated  workload 
increases;  and 

(3)  To  provide  an  equitable  allocation 
of  resources  among  the  States  that 
promotes  innovative  and  cost  effective 
practices. 

The  legislation  calling  for  the  report 
on  revised  methodology  directs  that  the 
report  include  consideration  of  the 
following  principles.  ETA  will  use  them 
as  guiding  principles  for  this  effort: 

•  Workload  levels  should  be  the 
primary  factor  in  determining 
allocations; 

•  Ways  should  be  sought  to  ensure 
each  State  a  minimum  grant  level, 
regardless  of  workload; 

•  Nationally  available  objective  data 
should  be  used  for  determining  State 
costs,  with  consideration  of  legitimate 
cost  differences  among  the  States; 

•  Methods  for  allocating  grants 
among  States  should  be  simpliHed; 

•  Disincentives  to  productivity  and 
efficiency  in  the  current  methodology 
should  be  eliminated;  and 

•  Promotion  of  innovative  and  cost 
effective  practices  should  be  included  in 
the  allocation  methodology. 

Finally,  we  will  use  two  working 
assumptions  that  provide  some 
framework  for  the  administrative 
financing  debate.  These  are: 

(1)  Changes  to  the  UI  administrative 
financing  system  will  not  require 
legislative  changes. 

(2)  The  revised  system  is  intended  to 
produce  new  national  cost  factors  that 
are  to  be  used  both  in  determining  the 


overall  funding  needs  for  the  program, 
as  well  as  the  distribution  of  the 
resources  among  the  States. 

B.  Implementation  and  Consultation 
Approach 

The  EUC  Act  calls  for  the  submission 
of  a  report  on  a  new  allocation  system 
within  the  12-month  period  beginning  on 
the  date  of  the  enactment  of  this  Act. 

The  Department  will  issue  the  report  in 
two  phases.  The  first  phase  report  will 
include  the  framework  of  the  new 
methodology,  but  not  the  final  proposal 
because  of  the  necessity  of  developing 
cost  measurements  based  on  on-site 
State  observations.  This  first  report  will 
be  submitted  by  the  November  deadline. 
The  second  phase  report  will  be  the 
Hnal  proposal  and  will  include  new 
funding  cost  measures  which  will  result 
from  detailed  surveys  and  analyses 
undertaken  in  FY  1993-94.  Our 
anticipated  target  date  for  this  second 
report  to  Congress  is  December  31. 1994. 
The  Act  requires  a  12-mqnth 
Congressional  review  period  before  the 
implementation  of  the  proposed 
allocation  methodology.  The  new 
funding  and  allocation  methodologies 
will  be  effective  for  FY  1997. 

Throughout  this  process,  ETA  will 
seek  input  from  a  broad  range  of  parties 
to  ensure  that  all  groups  affected  by  the 
change  have  an  opportunity  to  share 
their  ideas  and  comment  on  the 
Department’s  proposal.  ETA  welcomes 
comments,  to  be  submitted  to  the  above 
address,  on  the  current  system  and  any 
suggestions  for  areas  to  be  examined 
during  the  initial  phase  of  the  project 
study. 

C  Schedule  of  Federal  Register  Notice 
Publications 

The  first  report  to  Congress  outlining 
the  proposed  methodology  is  scheduled 
to  be  published,  for  comment,  after  the 
report  is  submitted  in  November  1992. 
The  comments  received  on  this  report 
will  be  incorporated  in  the  second  report 
to  Congress  which  will  contain  the  final 
proposal  for  the  new  UI  funding  and 
allocation  methodologies. 

Signed  at  Washington.  DC,  on  March  11, 
1992. 

Roberts  T.  Jones, 

Assistant  Secretary  of  Labor. 

[FR  Doc.  92-8504  Filed  3-19-92;  8:45  am) 
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